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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHMOND, JUNE 28, 2002

APPLI CATI ON OF
COLUMBI A GAS OF VIRG NI A, | NC CASE NO. PUE- 2001- 00587
For Approval of a Retail Supply Phase
Choi ce Pl an as Aut horized by
§ 56-235.8 of the Code of Virginia
To Change Rates, Charges, Rules, Phase |

and Regul ati ons

ORDER

On January 2, 2002, Colunmbia Gas of Virginia, Inc.
(" Col unmbi a" or "Conpany"), applied for approval of a retai
supply choice plan as authorized by 8 56-235.8 A and B of the
Code of Virginia ("Code"). A retail supply choice plan would
of fer Colunbia's custoner classes not eligible for
transportation services on July 1, 1999, the option of
purchasing gas froman alternative supplier. The Conpany
proposed in the sane application changes in rates, charges,
rul es, and regul ati ons and new services for custoner classes
that are not part of a retail supply choice plan as defined in
§ 56-235.8 A of the Code.

The Comm ssion's Order of June 6, 2002, designated
consi deration of the retail supply choice plan as Phase | of

this proceeding. Oher proposed tariff revisions and new


http://www.state.va.us/scc/contact.htm#General

services filed on January 2, 2002, were designated for hearing
in Phase Il. 1In this Oder, the Conm ssion approves, wth

nodi fications, Colunbia' s retail supply choice plan. W also
address the Conpany's requests for waiver of provisions of the
Comm ssion's Rules Governing Retail Access to Conpetitive Energy
Services, 20 VAC 5-312-10 et seq. ("Retail Access Rules").

| ssues raised by other tariff revisions and new services
proposed by the Conpany will be addressed in Phase Il of this

pr oceedi ng.

In our Order for Notice and for Filing Conments and
Requests for Hearing of February 7, 2002, as nodified by our
Order Revising Schedul e of February 14, 2002, the Comm ssion
directed Colunbia to give notice of its application for approval
of a retail supply choice plan and for revision of other tariff
provi sions and for approval of new services. Colunbia has filed
proof of publication and service of notice, and we find that
proper notice of this matter has been given.

As aut horized by the Comm ssion's orders, |licensed gas
suppl i ers Washi ngton Gas Energy Services, Inc., and Dom ni on
Retail, Inc., filed with the Cerk comments on the retail supply
choice plan, and the Ofice of Attorney CGeneral, D vision of
Consuner Counsel, commented on the retail supply choice plan and
tariff revisions designated for hearing in Phase Il. In

addition, licensed gas suppliers Anerica' s Energy Al liance,



Inc., and Bollinger Energy Corporation advised the Comm ssion of
their interest. Wile Dom nion Retail stated that fornma
proceedi ngs m ght be required to address sone issues, it did not
explicitly request a hearing. The Division of Consumer Counse
advi sed that it would not oppose a hearing, but it did not nmake
a request. On April 17, 2002, the Conm ssion Staff filed its
report, which analyzed the Conpany's retail supply choice plan
and the conments on the plan and offered recomendati ons.

On May 6, 2002, Dom nion Retail noved for leave to file
addi tional comments on the Staff report and its additiona
comments. Dom nion Retail served copies of its notion and
comments on Col unbia, and the Conpany filed on May 24, 2002, its
response. Col unbi a opposed recei pt of the supplenental comments
on the grounds that the Conm ssion had not authorized additional
comments, but the Conpany did not claimthat it was prejudiced.
The Conpany al so addressed in detail the points that Dom nion
Retail raised in the additional comments. The Conm ssion wl|
grant Dom nion Retail's notion and consider its coments and
Col unbi a' s response.

On June 19, 2002, Colunbia filed on its own behal f and on
behal f of Washi ngton Gas Energy Services a Mtion for
Consi deration of Stipulation and a Stipulation. Colunbia and
WEES proposed a resolution of five issues identified in Phase |

of this proceeding by the Conm ssion Staff, the parties, and the



Di vi sion of Consumer Counsel. By Order Pernitting Responses and
Replies of June 19, 2002, the Comm ssion authorized the Staff
and the parties in this proceeding to file responses to the
notion and stipulation and replies. The Staff and Domi ni on
Retail filed responses to the five proposals made by the Conpany
and Washi ngton Gas Energy Services. The Virginia Industrial Gas
Users' Association also filed a response addressi ng several
points in the stipulation. On June 26, 2002, Colunbia filed a
reply to the responses. W w || address the stipulation in our
di scussi on of the issues before the Conm ssion.

I n addi ti on, Washi ngton Gas Energy Services filed comments
on June 24, 2002, which it acknow edged did not address the
stipulation. Qur Oder of June 19, 2002, authorized responses
to the notion and stipulation. W did not authorize another
round of comments on Colunbia's retail supply choice plan, which
all parties have had anpl e opportunity to address. Accordingly,
we w Il not consider Washi ngton Gas Energy Services' coments
filed on June 24, 2002.

The Conmission will now turn to the issues raised by the
pl eadings in this case. As provided by 8 56-235.8 B of the
Code, the Comm ssion nmust approve a retail supply choice plan
unl ess we determ ne that, as provided by the statute, the plan

woul d:



1. Adversely affect the quality, safety, or
reliability of natural gas service by the
gas utility or the provision of adequate
service to the gas utility's custoners;

2. Result in rates charged by the gas

utility that are not just and reasonabl e

rates within the contenplation of 8§ 56-235.2

or that are in excess of |evels approved by

t he Conm ssion under § 56-235.6, as the case

may be;

3. Adversely affect the gas utility's

custonmers not participating in the retai

supply choi ce plan

4. Unreasonably discrimnate against one

class of the gas utility's custoners in

favor of another class (provided, however,

that a gas utility's recovery of nongas

fixed costs on a nonvol unetric basis shal

not necessarily constitute unreasonabl e

di scrimnation); or

5. Not be in the public interest.
Section 56-235.8 B of the Code.

Further, 8 56-235.8 B of the Code provides that the
Comm ssion may al so nodify a gas utility's proposal to ensure
that the plan confornms to the listed criteria and is otherw se
in the public interest. Applying the standards and authority
set out in the Code, the Comm ssion will consider the retail
supply choi ce plan before us.
Many of the issues raised in the comments concern the terns

of Col unbi a's proposed Rate Schedul e CSPS, Conpetitive Service

Provi der Service, which is found at Sheet Nunbers 236 through



251 of Colunmbia's tariff.' In addition, the Staff and the
Di vi sion of Consumer Counsel commented on the Transition Costs
Recovery Mechani sm which Col unbia would apply to residenti al
and small commercial custoners regardl ess of their participation
inretail supply choice. W nust al so address proposed changes
in budget billing and ot her aspects of service. Finally, the
Comm ssion will consider Colunbia' s requests for waivers of
certain provisions of the Retail Access Rules.
Capacity Assignnent and Transition Cost Recovery

In Rate Schedul e CSPS, Sections 7 and 8, at Sheet No. 242,
and in the Statew de Choice Gas Supply Operations Plan filed on
January 2, 2002, as Attachnent B to the application (hereinafter
"Operations Plan") at 7-12, Col unbia proposed assi gnnment of
capacity to licensed gas suppliers participating inits plan at
the |licensees' election. |In accordance with the terns of
Schedul e CSPS and the Qperations Plan, a licensee could take an
assi gnnent of capacity and reassign the capacity.

In conjunction with the optional assignnent of capacity,
t he Conpany proposed Ceneral Terns and Conditions Section 17.13,

Transition Costs Recovery Mechani sm Sheet Nos. 393 through

1 For sinplicity in the discussion which follows, the Conmission will omt
certain nunmbers and designations of the tariff sheets, which are proposed for
the Conpany's Gas Tariff Fourth Revised Volume 1. To assist the reader, we
will also refer to the various sections of Schedule CSPS. The Comi ssion
will follow the same convention in referring to other schedul es and terns and
conditions in this Order.



393a. Pursuant to the fornula set out in this section, Colunbia
woul d cal cul ate annually a Transition Costs Recovery Charge
("TCRC') that, as authorized by 8§ 56-235.8 A 3 of the Code, is
based on unmtigated transition costs. The unmtigated costs
recovered in the TCRC woul d include a portion of the denmand
charges for firmcapacity associated with sal es vol unes
converting to transportation. The TCRC woul d al so recover

i nformation technol ogy costs, custoner education costs, and

unr ecovered costs of Colunbia's pilot choice program? The TCRC
woul d be applied to all residential and small general service
custoners whether they participated in the retail supply choice
pl an or not.

The Division of Consuner Counsel recognized that a
surcharge which recovered the costs of offering a retail supply
choice plan could be justified. The Division of Consuner
Counsel expressed concern about including stranded costs in a
TCRC that applied to custonmers who did not participate in
Col unbi a's choice program The inposition of this charge on
smal | custonmers who may have |imted opportunities to
participate in a choice programcould be unreasonable. |f the

Commi ssi on approved the TCRC, the Division of Consuner Counsel

2 The history of the pilot programis reviewed in Colunbia Gas of Virginia,
Inc., Case No. PUE-2001-00350, Order Granting Extension and Directing the
Filing of a Plan for Retail Gas Supply Choice of Septenber 25, 2001.




urged that the conmponent of the charge attributable to stranded
costs be capped.

Inits initial cooments and its suppl enental comments fil ed
on May 6, 2002, Dom nion Retail, a licensed gas supplier,
opposed optional capacity assignnent. According to Dom nion
Retail, transportation of gas into Colunbia' s systemis
constrai ned, and capacity assignnent should be mandatory.

W t hout mandatory capacity assignnment, Dom nion Retail
anticipates risk exposure to the difference between the narket
val ue of transportation service and the tariff price.

Inits report, the Staff noted that the Transition Costs
Recovery Mechani sm woul d i nclude two categories of costs
identified in 8 56-235.8 A 3 of the Code for recovery. The
first category is defined as prudently incurred contract
obligations associated with acquiring, maintaining, or
termnating interstate and intrastate pipeline and storage
capacity contracts, |less revenues generated by mtigating such
contract obligations, whether by off-system sal es, capacity
rel ease, pipeline supplier refunds, or otherwi se. A second
category, transition costs, include costs associated with
educating the public on retail supply choice and redesi gni ng
facilities, operations, and systens to permt retail supply

choi ce.



The Staff recommended that the Comm ssion nodify Colunbia's
plan to require nmandatory capacity assignnment to reduce the cost
of contract obligations. Wth mandatory capacity assignnment,
Col unbi a could reduce its contract obligations for upstream
capacity for bal ancing and peaking to the extent that custoners
mgrated to |licensed gas suppliers. Reduction in contract
obligation costs would reduce the TCRC previously discussed.

Inits May 3, 2002, comments on the Staff's report and
ot her coments, Colunbia agreed to nodify its retail supply
choice plan to provide for mandatory capacity assi gnment of
upstream firmtransportati on service equal to up to 37 percent
of the licensed gas suppliers' peak demand. Col unbia noted that
this nodification woul d address the Division of Consuner
Counsel 's concerns about recovery of stranded costs. The
Comm ssion wi Il accept the Conpany's nodification.

In the Stipulation filed June 19, 2002, Col unbi a proposed
to include a delivery tolerance for the Daily Delivery
Cbligation ("DDO'). On days in which an Operational Flow O der
("OFO') was not in effect, a participating |licensed gas supplier
could deliver plus or mnus 5 percent of its DDO w t hout
incurring a penalty. The tolerance would not apply on days
covered by an OFO. This tolerance was offered in lieu of
assigning contracted pipeline storage capacity to |licensed gas

suppliers participating in its retail supply choice plan



In its coments on the stipulation, the Staff urged
acceptance of the tolerance. Staff also recomended that
Col unmbi a nodi fy Schedul e CSPS and the Qperations Plan to clarify
the relationship between the tol erance and the optional Enhanced
Bal anci ng Service (EBS). Dom nion Retail stated that the
tol erance was | ess than desirable, but it appeared to be
wor kabl e. The Gas Users' Association would have the tol erance
al so apply when an OFO had been issued. The Association
expressed concern about the OFO procedure and stated that it
woul d be raised in Phase 11

The Conmission will nodify the retail supply choice plan to
i ncorporate the tolerance. Colunbia shall revise Schedul e CSPS
Section 9 and the Operations Plan to incorporate the 5 percent
t ol erance.

As Col unbia also noted inits comments of May 3, 2002, the
Conpany proposes to recover accunul ated unassuned capacity costs
of its pilot programthrough the TCRC. According to the
Conpany, the costs incurred in devel oping the plan and in
conducting its pilot should be recovered in a non-bypassabl e and
neutral charge.

The subdi vi si on which authorizes annual surcharges |like the
TCRC, 8 56-235.8 A 3 of the Code, lists specific costs that may
be recovered. Costs of a pilot programare not anong the |isted

costs. Further, 8 56-235.8 A specifically provides that the

10



provi sions of this section do not apply to pilot prograns.
Accordi ngly, the Conpany shall not include costs of the pil ot
programin the TCRC. W do not reach the issues of whether
Col unmbi a has unrecovered costs of the pilot programand, if so,
how t he costs should be recovered. W find only that the
statute does not permt recovery of pilot program costs through
the TCRC, and we direct nodification to exclude that conponent.
W will approve the Transition Cost Recovery Mechani sm
Ceneral Terns and Conditions Section 17.13, with any necessary
nodi fications to reflect mandatory capacity assignnment and the
renmoval of the unrecovered costs of the pilot programas a
conmponent. I n addition, under mandatory capacity assi gnnent
there will be no stranded capacity costs. Accordingly, the
| anguage in 17.13 b) 1) (i) and 17.13 b) 2) (i) should be
del et ed.
As provided by Section 17.13 b) 3), at Sheet No. 393a,
Col unmbi a proposes to apply a projected TCRC fromJuly 1, 2002,
t hrough Decenber 31, 2002. As shown on Sheet Nos. 3 and 3a,
this projected charge is $0.020 per Mcf. W will direct the
Conpany to recalculate and file a revised TCRC effective from
July 1, 2002, through Decenber 31, 2002, to reflect mandatory
capacity assignnment and renoval of unrecovered costs of the

pi |l ot program

11



As provided by Section 17.13 b) 3), at Sheet No. 393a, a
new TCRC effective January 1, 2003, would be cal cul ated after
Cctober 31, 2002. We will direct Colunbia to file annually the
revised TCRC with the Conmm ssion's Division of Energy Regul ation
by the first business day of Decenber beginning in 2002. The
Conmpany shall sinultaneously file with the Comm ssion's Division
of Energy Regul ation and the Division of Public Uility
Accounting work papers supporting the TCRC cal cul ation and t he
Transition Costs Recovery Mechanism The Staff will reviewthe
calculation. As part of its annual review, we will also direct
the Staff to evaluate the continued necessity for the TCRC
Pricing and Rate-Mking Treatnment of Optional Services

In Rate Schedul e CSPS, Section 10, at Sheet Nos. 245
t hrough 246, Col unbia proposes two optional services for gas
| i censees, Enhanced Bal ancing Service ("EBS") and System
I ntegration Service ("SIS"). EBS would provide an automatic
bal anci ng tol erance for delivery obligation, and SIS woul d
provi de automatic redelivery of gas to other |ocations.
According to Colunbia, these optional services would enable
i censed gas suppliers to i nprove managenent of gas supplies.
Both services would be offered at a negotiated prices.

Col unbi a al so proposes in Rate Schedul e CSPS, Section 6, at

Sheet Nos. 240 through 241, optional billing and collection

12



services. These services would al so be offered at negoti at ed
prices.

Col unbi a made two argunents in support of negotiated
pricing for these optional services. Conparable services are
avai l abl e from ot her sources, and negotiation is consistent with
the introduction of conpetitive forces.

In its comments, the Division of Consuner Counsel expressed
concerns about additional revenues generated by the optional
services in Rate Schedule CSPS. The Division of Consuner
Counsel suggested that Col umbia cal cul ate additional revenues by
rate class and credit revenues from bal anci ng servi ces agai nst
its PGA. Dom nion Retail did not oppose the offer of optional
services, but it expressed concern about affiliate abuse. In
its Report, the Staff recommended that the optional services
shoul d be offered at rates based on cost. Further, the Staff
recomrended that the revenues fromthese services be credited to
t he PGA.

Col unbi a opposes any departure from negotiated pricing for
EBS, SIS, and optional billing and coll ections services.
| nstead of crediting these revenues to the PGA Col unbi a woul d
i nclude the revenue "above the line" with other Conpany revenues
to be reviewed in subsequent rate cases.

In the Stipulation filed June 19, 2002, Col unbia takes the

sanme positions it has held throughout this proceeding. The

13



optional services should be offered at negotiated rates, and the
revenues will be treated as above-the-line revenues. Inits
coments, the Gas Users' Association supported Colunbia's
position. The Staff continued to recomend that the optional
services be priced on the basis of cost and that revenues be
reflected in the PGA

The Comm ssion will direct the Conpany to offer the
optional services at rates based on cost and substitute these
rates for the | anguage in Schedul e CSPS providing for negotiated
pricing of EBS and SIS. While Colunbia contends that the
services are avail able fromother sources, it is unclear whether
t hese providers are active in Virginia and willing to deal with
the |licensed gas suppliers. Should Col unbia devel op i nformation
that the services are readily available, it may propose
revisions to its tariff. Further, we agree with the Staff and
the Division of Consunmer Counsel that any revenues fromthese
services should be credited to the PGA, and Col unbi a shal

nmodi fy its nethodol ogy accordingly.

Wth regard to billing and coll ection service, the
Commi ssion will not nodify Colunbia's plan. Various services
involved in billing such as data processing, mailing, |ock box

service, and the |ike my be available froma variety of

sources. In addition, revenues fromany optional billing

14



services provided by Colunbia will be treated above the |ine
with revenues fromother activities.
Daily Delivery Qoligation and Operational Flow Orders

Col unmbi a' s proposed Schedul e CSPS Sections 9(a) and (b),
Sheet Nos. 242 through 243, would require a |licensed gas
supplier to deliver to the Conpany a set quantity of gas each
day. This requirenent is defined in Schedule CSPS as the DDO
and the procedure for determning the DDOis explained in the
Operations Plan at 2-4. In sinple terns, the DDO is determ ned
by custonmer usage patterns, air tenperature, and season of the
year. The optional EBS previously discussed woul d provi de sone
tolerance in satisfying the DDO to |icensed gas suppliers taking
the service. Failure to satisfy the DDO would result in
i mposition of the penalties set out in Rate Schedul e CSPS,
Section 9(c) (1), at Sheet No. 243.

Enbedded in the DDO is a bal ancing service described in the
Operations Plan at 12-15. Col unbia woul d provi de any difference
bet ween the volunme of gas |licensees deliver and the vol une of
gas the licensees' custoners actually consune on any day. The
DDO for the nonths of April through Septenber would require
delivery of an additional volunme of gas, which Colunbia defines
as the CSP Bal ancing Quantity. To nmaintain the required CSP
Bal anci ng Quantity, the licensees may have to purchase storage

capacity or gas from Col unbia. Purchases would be at the higher

15



of the city gate price or the last in-first out price of gas in
t he Conpany's inventory.

Col unbia would reserve the right, at its discretion, to
vary the |icensed gas suppliers' DDO by issuing an OFQ As
expl ai ned in Schedul e CSPS Section 9(b), at Sheet No. 243, and
the Operations Plan, at 20-21, the Conpany m ght issue an OFOto
adj ust delivery quantity to support systemoperations. Failure
to conply with an OFO woul d subject the |icensed gas supplier to
the penalties set out in Rate Schedul e CSPS, Section 9(c)(2), at
Sheet No. 244. These penalties are significantly higher than
t hose proposed for failure to satisfy the DDO when an OFO i s not
in effect.

In its coments, |icensee Washi ngton Gas Energy Services
advocated nodification of the plan to require Colunbia to assign
pi pel i ne storage capacity to participating |licensees. |If
Col unmbi a provi ded storage capacity to |licensees participating in
the retail supply choice plan, in Washi ngton Gas Energy's view,
these |icensees could neet system needs and avoi d unnecessary
transactions. Washington Gas Energy Services noted the
potential costs and operational problens that the OFO procedure
could create for |icensees.

Washi ngt on Gas Energy Services al so expressed concern over
the pricing of any gas purchased to satisfy the CSP Bal anci ng

Quantity. Requiring purchases at the market price or the | ast

16



price Col unbia paid woul d add uncertainty and conplicate
licensees' pricing. Washington Gas Energy Services suggested

t hat any purchases be at the wei ghted average cost of Colunbia's
inventory. This average woul d be reasonably predictable over
time, and provide sone certainty to |licensees participating in
the retail choice plan

Washi ngton Gas Energy Services and the Division of Consumer
Counsel expressed concerns that the various conponents of
bal anci ng requi rements established by Schedul e CSPS and the
Operations Plan could di scourage conpetition. The Staff and
Dom ni on Retail also questioned whether the penalties for
failure to neet the DDO mi ght discourage entry of |icensed gas
suppliers. The penalties would be in addition to gas costs and
upstream penal ti es Col unbia m ght incur, and they woul d not bear
any relation to these costs.

In its coments on the Staff report filed May 3, 2002,
Columbia justified its proposed OFO procedure and bal anci ng
requi renents on the grounds that its systemis constrai ned
during peak heating nonths. To assure the reliability of its
system and adequacy of gas supplies, these neasures are
necessary. Col unbi a maintained that the bal ancing service
enbedded in the DDO and the optional services offered to

i censees provided the equivalent of storage capacity.
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Wil e the Conpany nmaintained that its penalty structure set
out in Schedule CSPS Section 9 was justified and reasonabl e,

Col unbi a proposed nodifications. The nodified penalties for OFO
periods would include a tiered commdity conmponent plus upstream
penalties. In addition, a set penalty of $10 per MCF woul d be

i nposed. For non- OFO periods, Colunbia proposed tiered
penal ti es based on gas price. The Conpany has proposed a

penal ties structure, which addresses many objections of the
Staff and the commenting |icensed gas suppliers.

In the stipulation filed June 19, 2002, Washi ngton Gas
Energy Services accepted the revised penalty schedul e proposed
by Colunbia. In comments on the stipulation, the Staff
supported the revised schedule. The Industrial Gas Users'
Associ ati on recomended that any penalties collected by Col unbia
be reflected in the PGA so that Col unbia would have no incentive
to | evy them

The Conmission will accept Colunbia' s nodified penalty
schedule. The Conpany will file revisions to Schedul e CSPS
Section 9 replacing the penalty schedul e proposed on January 2,
2002. We will not require Colunbia, at this tinme, to reflect
any penalties collected under Rate Schedule CSPS in its PGA. As
we di scuss bel ow, issues concerning |icensed gas suppliers who
participate in Colunbia' s retail supply choice plan are rel ated

to sone issues that will be addressed in Phase Il of the
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proceedi ng. The level of penalties appears to be an issue
common to both phases. While we approve the penalties, as
nodi fi ed by Colunbia, as part of the retail supply choice plan,
we may address the proper treatnent of penalties collected by
the Conpany in Phase Il or in another appropriate proceeding.

As noted, Washington Gas Energy Services commented on the
pricing of gas required to neet the CSPS Bal ancing Quantity and
suggested an alternative. Wile the Comm ssion declines, in
Phase | of this proceeding, to adopt the suggested alternative,
Washi ngton Gas Energy Services has drawn attention to a possible
source of confusion and controversy.

Schedul e CSPS identifies two situations in which a |licensed
gas supplier m ght purchase gas, and the rate schedul e
establishes a pricing mechanismfor each situation. Section
9(c), at Sheet Nos. 243 and 244, addresses purchases when a
licensee fails to deliver enough gas. Section 13, at Sheet
Nos. 246 and 247, deals with purchases as part of the annual
reconciliation.

The Operations Plan, at 3-4, provides a |licensed gas
supplier the option of providing the increnmental supply or
payi ng Colunmbia for required gas when tenperatures fall bel ow
t he design peak day tenperature. The pricing formula is not
specified. 1In addition, the Operations Plan, at 12-15,

descri bes the bal ancing service and the |licensed gas supplier's
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obligation to deliver the CSP Bal ancing Quantity. As part of
this bal ancing service, the Operations Plan, at 15, requires the
I'icensee to purchase gas fromthe Conpany in sone situations at
a price set by another formula.

The record does not support nodification of any of the
pricing nmechanisns. W wll, however, require Colunbia to
revise Schedule CSPS to address the two instances where a
licensee may be required to purchase gas and the pricing
mechani sm for these transactions identified in the Qperations
Plan. An operating plan separate fromthe tariff and standard
agreenents nmay be necessary for adm nistration of the retai
supply choice plan. The Conm ssion finds, however, that al
obligations inposed on a |icensee to purchase gas from Col unbi a
and the pricing for such purchases should be in the tariff.

I n addressing the foregoing aspects of Colunbia's retai
supply choi ce plan, the Comr ssion notes the procedural posture
of this case. As we discussed in our Order of June 6, 2002, in
whi ch we established Phases | and Il of this proceedi ng,
pursuant to 8 56-235.8 of the Code we need to approve,

di sapprove, or nodify Colunbia's retail supply choice plan, in
Phase I, by July 1, 2002. The comments filed in this proceedi ng
show that there are transportati on i ssues conmon to both phases.
The |icensed gas suppliers participating in the retail supply

choi ce plan covered principally by the Conpany's Schedul e CSPS

20



and the Operations Plan share characteristics and interests with
the transportation service custoners affected by Phase Il. For
exanpl e, issues concerning delivery of gas, balancing of supply
and demand, the prices for gas and services charged by Col unbi a,
penal ties, and other issues are common to both phases. CQur
decisions in Phase | are not intended to limt ful

consi deration of issues in Phase I1.

Credi tworthi ness and Eval uati on Fee

The Conpany proposes in Schedul e CSPS Section 4(a), Sheet
No. 237, a fee of $280 for each evaluation of a |licensee's
creditworthiness. The Staff investigated the fee and expl ai ned
it its report that the sumrepresented data processing costs of
$240 for establishing the licensee as a participant in the
program and $40 for a credit report.

Inits comments filed May 3, 2002, Colunbia clarified that
it would not apply the evaluation fee to |icensed gas suppliers
participating in its pilot program The Conpany al so stated
that it would divide the aggregate fee into a set-up charge and
a credit report charge.

Wth one exception, the Comm ssion will approve the
eval uation fee as revised by Colunbia. W will require this
section of Schedule CSPS to have | anguage that clearly provides
that no additional credit report fee may be coll ected whenever

Col unbia elects to evaluate credi tworthi ness. The cost of
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credit reports is a recurring expense of conducting business,
and it does not nerit inposition of a separate charge at the
Conpany's el ecti on.

In addition to a fee for evaluation, Colunbia also
identified in Schedule CSPS Section 4(a), Sheet No. 237,
exanples of factors it would consider in evaluating
credi tworthiness. The Conpany pledged to apply these factors
Wi t hout discrimnation. 1In Sections 4(b) and (c), Sheet
Nos. 237 through 238, Colunbia identified the financial
assurances it would require fromlicensees participating inits
retail supply choice program

In its report, the Staff concluded that disclosure of the
credi tworthiness evaluation to each |icensee and resort to the
di spute resolution process was sufficient protection from abuse
or discrimnation. The Comr ssion agrees with the Staff's
assessnent .

Mont hly Adm ni strative Charge

Col unbi a proposed in Schedul e CSPS Section 11(a), Sheet
No. 246, a nonthly administrative charge of $0.41 for each
custoner of licensed gas suppliers participating in the program
The admini strative charge would be no | ess than $100. 00 per
nont h.

In the stipulation filed on June 19, 2002, Col unbia and

Washi ngton Gas Energy Services proposed a reduction of the
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nmont hl y admi ni strative charge proposed in Rate Schedul e CSPS
from $0. 41 per custonmer to $0.20 per customer. In conjunction
with this reduction, Colunbia wll recover denonstrable
increnental costs in the Transition Costs Recovery Charge
applied to all residential and small comrercial custoners.

Bot h Dom nion Retail and the Staff questioned the |evel of
this charge and the | ack of any cost-support material in the
application. The Staff noted that the customer charge in
Col unbi a's pilot programwas $0.10 per nonth. The Staff al so
expressed its view that nost of the increnmental costs identified
by the Conmpany for recovery may be included in the cost-of -
service and that rates were designed to recover these costs.

After considering the record, the Comm ssion will direct
nodi fication of Schedul e CSPS Section 11(a) to continue the
mont hly adm ni strative charge approved for the pilot program
whi ch was $0.10 per custoner. After sonme experience with the
pl an we approve in this Order, the Conpany nmay devel op
sufficient information to support a higher charge and to
establish that adm nistrati ve expenses are not included in cost-
of - servi ce.

In addition to issues raised with provisions of proposed
Schedul e CSPS and the Qperations Plan, the Staff and parties

addr essed proposed revisions to other rates and terns.
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Gas Transportation Rate

Col unmbi a has proposed new services, including Residential
Transportation Service, Schedule RTS, and Small General
Transportation Service, Schedule STS, for custoners that obtain
gas fromlicensed suppliers. The proposed rates for these
services cover Colunbia's admnistrative expenses and costs of
transporting the gas over the Conpany's system In its Rates,
at Sheet No. 3A, the Conpany has proposed a Base Gas Rate of
$0. 614 per Mcf for both services.

Dom nion Retail noted in its comments that Col unbia had
provided no justification for this rate. The Staff investigated
the rate and offered an analysis in its report. The Staff
concl uded that the Conpany applied the sane net hodol ogy for
devel oping the rates that was used in the pilot program and
accepted by the Commi ssion. The Staff attributed the difference
between the rate accepted in the pilot programand the rate
proposed in this programto the increase in pipeline capacity
required for |icensees participating in the permanent program
The Commission will not nodify the proposed rates.

Budget Billing

Col unbi a now offers its custoners a Budget Paynent Pl an.
In its proposed CGeneral Terns and Conditions Section 12.5, at
Sheet No. 377, Colunmbia would limt the Budget Paynment Pl an.

Custoners participating in the retail supply choice plan and
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t aki ng service under the schedules for the custoner selecting a
| icensed gas supplier, primarily proposed Schedul es RTS and
SGTS, would not be eligible to enroll in a budget paynent plan.

Washi ngton Gas Energy Services and the Staff expressed
concern over the elimnation of the budget billing option for
residential and small commercial custoners that m ght
participate in retail supply choice. Inits comments filed
May 3, 2002, Col unbia advised the Conmm ssion that it woul d
continue to offer budget billing with certain conditions.
According to Colunbia, the budget billing nmust cover both its
charges and the |icensed gas suppliers' charges. Consequently,
the |icensees nmust agree to participate and to coordinate the
exchange of information on custoner bal ances and changes in
suppliers. Colunbia also stated that it mght need to revise
its criteria for creditworthiness to reflect possible default of
a licensee participating in a budget paynent plan.

The Conpany states that due to the nature of its
programm ng i nfrastructure, the budget billing nethodol ogy nust
be applied to the entire custoner bill. The Conpany further
explains that, essentially, it proposes to continue to treat
budget paynents in the same manner as they were treated during
the pilot program The Commission wll require the Conpany to
continue the budget paynment plan in effect during its pilot

program and to conformits tariffs and standard agreenents
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accordingly. |If, after some experience, Colunbia determ nes
t hat budget billing bears on creditworthiness, appropriate
revisions to Schedul e CSPS could be proposed in a future
proceedi ng.
Wai vers of the Retail Access Rules

The remaining matters we nust address concern Col unbia's
requests for waivers of numerous provisions of the Conm ssion's
Retail Access Rules as provided by 20 VAC 5-312-20 A The
Conpany requested nunmerous waivers listed in Attachnment E of its
application filed on January 2, 2002. A nunber of the requests
pronpt the Conmmi ssion to clarify the scope of these rules
adopted to devel op conpetition in retail energy markets.

As provided by 20 VAC 5-312-10 A, the Retail Access Rules
were pronul gated pursuant, in part, to the provisions of § 56-
235.8 of the Code, which provides for retail supply choice.
Columbi a cites our Order on Requests for Cdarification, Wiver,
and/or Additional Tinme to Conply with the Rul es Governi ng Ret ai
Access to Conpetitive Energy Services of August 28, 2001, in

Al | egheny Power, Case No. PUE-2001-00365, at 7, as authority for

its position that the Retail Access Rules extend beyond a retail
supply choi ce plan

In the cited portion of Allegheny Power, the Comm ssion

addressed a request from Washi ngton Gas Li ght Conpany for

gui dance on application of the Retail Access Rules.
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Speci fically, Washington Gas Light Conpany raised the issue of
wai vers of 20 VAC 5-312-80, Enrollnment and Switching, for its
custoners taking interruptible service. W noted in Allegheny
Power, at 7 and in footnote 3, several subsections of 20 VAC 5-
312-80 concerning relations between a | ocal distribution
conpany, a customer, and a conpetitive service provider permt
conpliance with an approved tariff or the provisions of
20 VAC 5-312-80. As defined in the Retail Access Rul es,
20 VAC 5-312-10, a "conpetitive service provider" includes a
I icensed gas supplier, and "custoner” neans a retail custoner.
We concl uded our discussion by observing that Washi ngton Gas
Li ght Conpany did not require a broad waiver since its tariff
appeared to apply. Colunbia interprets our response to a
specific inquiry about application of several subsections that
refer to tariffs as a broad ruling that the Retail Access Rul es
extend to all services subject to conpetition

The Comm ssion has, up to this point, licensed only gas
suppliers proposing to serve retail and small commerci al
custoners that were not eligible for transportation services
under tariffs in effect on or before July 1, 1999. W have
i censed gas suppliers pursuant to § 56-235.8 F of the Code to
participate in retail supply choice plans inplenented under
§ 56-235.8 Ato B and in various pilot prograns such as

Columbia's. The Retail Access Rul es establish standards for
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t hese |licensed gas suppliers and the local distribution
conpani es' retail supply choice plans.

The Comm ssion is aware of the variety of providers of gas,
gas transportation service, gas storage service, and rel ated
servi ces who conpete for the business of |arge custoners. Large
custoners have had for many years the option of purchasing gas
fromthe |local distribution conpany or from other sources. W
al so recogni ze that an entity could secure a license as a gas
supplier so that it mght participate in retail supply choice
pl ans while also serving custonmers that were eligible for
transportation services on or before July 1, 1999.

The Conmission will dismss a nunber of Colunbia' s requests
for waiver of the subsections of the Retail Access Rules. By
di smissal, the Commssion clarifies its intention that the
foll ow ng subsections apply only to retail supply choice plans
and not to other conpetitive services:

20 VAC 5-312-20
20 VAC 5-312-20
20 VAC 5-312-80
20 VAC 5-312-80
20 VAC 5-312-80
20 VAC 5-312-80
20 VAC 5-312-90
20 VAC 5-312-90
20 VAC 5-312-90

20 VAC 5-312-90
20 VAC 5-312-90 M

and L
and P

rFrxXT0zXxX"TT0Z2
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The Conmission will dismiss the follow ng requests for
wai ver on the grounds that the subsections apply to |icensed gas
suppliers and not to |ocal distribution conpanies |ike Colunbia:
20 VAC 5-312-70 C and D
20 VAC 5-312-80 J
20 VAC 5-312-80 M
20 VAC 5-312-90 A and B.
In its comments filed May 3, 2002, Colunmbia withdrewits
request for a waiver of 20 VAC 5-312-60 B 3.
W will now consider the remaining requests.
20 VAC 5-312 60 B
Col unbi a seeks a wai ver of 20 VAC 5-312-60 B to the extent
that the provision requires one list. The Comm ssion wll deny
the request as unnecessary. It is not our intention to
prescri be the physical nature of the lists or the nmethod of
conpilation. Any reasonable nethod of providing all of the
information identified in 20 VAC 5-312-60 B 1 in a usable manner
satisfies the rule.
20 VAC 5-312 60 B 1
Thi s subsection requires local distribution conpanies to
provi de licensed gas suppliers a list of eligible custoners.
The list shall include the follow ng custoner information: |oad

profile reference category, if not based on rate class

(20 VAC 5-312-60 B 1(viii)), and up to twelve nonths of
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currul ative historic energy usage and annual peak demand
information as available (20 VAC 5-312-60 B 1(ix)).

The Company requests wai ver of 20 VAC 5-312-60 B 1(viii)
and (ix) for residential and small commrercial custoners on the
grounds that Col unbia provides the information by neans of
supply curves available to licensees. W wll grant this
request for waiver of the literal |anguage of the rules, but we
will require the Conpany to provide annual consunption and
annual peak demand information for custoners taking service
under Conpany Rate Schedul es RS, RTS, SGS, SGIS, ACS, ACTS,
UGS, and UGTS.

To the extent that it applies to |arge commercial and
transportation custoners, the Conpany seeks a wai ver of
20 VAC 5-312-60 B 1. A waiver is not required, as this section
applies only to custoners eligible to participate in a retai
supply choice plan filed and approved as provided by § 56-235. 8.
20 VAC 5-312-90 H

Thi s subsection establishes a hierarchy for crediting a
custoner's paynent when the custonmer nakes only a partia
paynment and does not designate a distribution of the paynent.
The Conpany poses the question of whether the hierarchy applies
i f Col unbia purchases the licensee's receivables. This
subsection is intended to afford equitable treatnment for

custoners, |ocal distribution conpanies, and |icensed gas
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suppliers. Consequently, the hierarchy applies regardl ess of
any sale of the receivables for services included in a retai
supply choice plan. No waiver is necessary.
20 VAC 5-312-100

This section of the Retail Access Rules requires | ocal
di stribution conpanies to devel op and distribute | oad profiles.
Subsection A directs the local distribution conpany to conduct
| oad profiling in a nondiscrimnatory manner; subsection B
provi des that | oad profile classes be identifiable and
representative; and subsection C nandates that access to
i nformati on be provided. Colunbia proposes to satisfy the
intent of these subsections by providing actual usage data for
| arge custoners and information to |icensees on snaller
custoners on a nonthly basis. The Comnm ssion concl udes t hat
Col unbi a' s proposal satisfies the requirements of subsections A
and Bwith regard to custoners eligible to participate in a
retail supply choice plan filed and approved as provi ded by
8 56-235.8, and no waiver is required. Since Colunbia intends
to provide actual data on custonmers eligible to participate in
its retail supply choice plan rather than sanples, we will grant
wai vers of subsection C and subsection D of 20 VAC 5. 312-100,
whi ch address design and validation of |load profile sanples.

Subsection E requires the local distribution conpanies to

provide |load profile data via readable el ectronic nedia such as
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a Wbsite. Colunbia' s proposal would satisfy this rule, and no
wai ver i s necessary.

The Comm ssion takes this opportunity to clarify that
subsection F applies only to electricity supply. Since it is
i nappl i cabl e to Col unbia, no wai ver of subsection F is required.

The | oad sanpl es mnmust, according to subsection G include
both the local distribution conpany's custoners and the |icensed
gas supplier's customers. Colunmbia will satisfy this
requi rement, and no waiver is required.

According to Colunbia, it does not enploy the technology to
provide interval nmetering covered by subsection H W wll
clarify that subsection H does not require a |l ocal distribution
conpany to offer interval netering. The subsection applies only
when interval netering is available. Accordingly, Colunbia does
not require a waiver

Subsection | requires |ocal distribution conpanies to post
di stribution and transm ssion |loss factors. As Col unbi a notes
inits application, these | osses are considered retai nage and
are factored into its gas supply curves. So |long as Col unbi a
advi ses |icensed gas suppliers of this conponent of the supply
curves, the Conpany will satisfy subsection I. No waiver is
requi red for Col unbi a.

Finally, we note that issuance of this Order does not end

our continuing oversight of Colunbia's plan. W expect that
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ci rcunst ances nay require subsequent review of the plan and our
response to matters raised by Colunbia, |icensed gas suppliers,
and ot her interested persons.

Accordingly, IT IS ORDERED THAT:

(1) As provided by 8§ 56-235.8 of the Code, Colunbia's
retail supply choice plan is approved with the nodifications
directed in this Oder, and it shall be effective on and after
July 1, 2002.

(2) Colunbia shall recalculate its Transition Cost
Recovery Charge (TCRC) effective July 1, 2002, in accordance
with the nodifications made in this Oder. The Conpany shall
file revised tariff sheets showi ng the recal cul ated charge as
provi ded bel ow.

(3) On or before the first work day of Decenber of 2002,
and on or before such day every subsequent year, Col unbia shall
file its revised Transition Costs Recovery Charge (TCRC
determi ned pursuant to its General Terns and Conditions
Section 17.13 b) 3), as nodified in this Order, with the
Conmi ssion's Division of Energy Regul ation and shal |
sinmul taneously file with the D vision of Energy Regul ati on and
the Commission's Division of Public Utility Accounting work
papers supporting the calculation, including all information
required for the Transition Costs Recovery Mechanism for Staff

revi ew.
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(4) Colunbia shall nodify its nethodol ogy for cal cul ating
its Purchased Gas Adjustnent C auses (PGA) on and after July 1,
2002, to reflect revenues from Enhanced Bal anci ng Servi ce (EBS)
and SystemlIntegration Service (SIS) offered in Rate Schedul e
CSPS, Section 10.

(5) On or before July 26, 2002, Colunbia shall file with
the Comm ssion's Division of Energy Regul ation two copi es of
revised tariff sheets, revisions to standard agreenents, and
revisions to the Operating Plan incorporating all nodifications
directed by the O der.

(6) Colunbia' s requests for waivers of various subsections
of the Retail Access Rules are granted, denied, or disni ssed as

directed in this Oder.
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